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Greetings from Deloitte Malaysia’s Indirect Tax team  
 

Greetings readers, and welcome to the November 2020 edition of our Indirect Tax 
Chat.  
 
The Federal Budget was tabled earlier this month, with some minor changes 
announced in relation to the Malaysia indirect tax regime. Subsequent to this, a 
Finance Bill was tabled before the Dewan Rakyat (the Lower House) of Parliament, 
however, this did not contain any amendments to the Indirect Tax Laws. This was 
covered in our Budget update editions of our Tax Espresso Newsletter (Part I and II) 
which can be found here and here. We understand a further indirect tax specific Finance Bill is to be tabled in the 
next few weeks and once released, we will provide a separate update.  
 
The Ministry of Finance released the Fiscal Outlook and Federal Government Revenue 2021 Estimates report. 
Indirect tax which constitutes 16.8% of the government’s total revenue is estimated to decrease by 19.4% in 2020 
to RM38.1 billion compared with the original estimate of RM47.3 billion. The indirect tax collection for 2021 is 
anticipated to rebound by 11.4% to RM42.5 billion. For more information, please click here. We anticipate that 
the increase in collections will come largely through the widening of the scope of the existing indirect taxes and 
from increased audit scrutiny.   
 
Separately, here are some recent news that may interest you: 

 Prime Minister Tan Sri Muhyiddin Yassin said the Government would study the proposal by various parties 
including industry players, academicians and members of the public for the Goods and Services Tax (GST) 
to be re-introduced. He said the study was needed to determine the overall impact of such taxes if 
implemented, on the economy, the people’s cost of living, as well as the ability of the taxes to combat 
black economy. For more information, please click here and here. 
 

 The Public Accounts Committee (PAC) has received feedback from the Ministry of Finance (MoF) relating 
to its two proposals on the GST refund claims tabled in Parliament in July 2019. Following PAC’s proposals, 
the MoF and the Royal Malaysian Customs Department (RMCD) have acted to put all GST collection in the 
Consolidated Revenue Account into the GST Refund Account, instead of the previous practice of putting 
the GST collection into Consolidated Revenue Account. For more information, please click here. 
 

 The MoF has set up a committee to study various revenue enhancing measures, including the possibility 
of reintroducing the GST, according to Maybank Investment Bank Research. Finance Minister Tengku 
Zafrul Abdul Aziz was quoted saying that other measures included analysing weaknesses in the tax regime 
and impact of new taxation on the economy, studying options for new taxes such as carbon tax and digital 
tax, rationalising tax incentives, improving tax administration and enhance tax audit, such as implementing 
tax identification numbers and enhancing data analytics. For more information, please click here and here. 

 
We hope you find this month’s tax chat informative, and that you continue to stay safe and well.  
 
Best regards, 
Tan Eng Yew 
Indirect Tax Leader  

https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-espresso-nov2020-budget2021.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-espresso-nov2020-budget2021-2.pdf
https://www.treasury.gov.my/pdf/revenue/2021/section2.pdf
https://www.theedgemarkets.com/article/proposal-reintroduce-gst-requires-meticulous-study-%E2%80%94-muhyiddin
https://www.malaymail.com/news/malaysia/2020/11/04/meticulous-study-required-on-reintroduction-of-gst-says-muhyiddin/1919325
https://www.theedgemarkets.com/article/pac-receives-feedback-mof-gst-claims
https://www.bernama.com/en/business/news.php?id=1904235
https://www.theedgemarkets.com/article/mof-sets-committee-study-reinstatement-gst-%E2%80%94-maybank-ib-research
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1. Is it time for a balanced conversation about the GST? 
 
This article was published in the print and web edition of the Star newspaper on 3 November 2020, accessible 
here. 
 
As we get closer to the tabling of another Budget, we are beginning to hear murmurs and speculation on whether 
the government would seek to reintroduce the Goods and Services Tax (GST). 
 
In my opinion, while it would be difficult to do so in the short term, it does need to form part of the longer term 
conversation of what we would like the tax system in Malaysia to look like. 
 
Many of you have heard the reasons of why GST was or should be implemented, reasons such as it “widens the 
tax base, ” it is “efficient” and “flexible, ” it is “transparent” which makes it is harder to “evade” and “over 150 
countries have implemented it” and so therefore it must be a good system. 
 
I am not saying that all of these arguments do not have merit, they do, but what does it really mean? 
 
At a very basic level, the GST is designed so that it can tax any transactions involving goods or services, i.e. 
everything can be taxed unless the government specifically chooses not to tax it. This “all in” approach gives it 
considerable flexibility to adapt to how the business environment changes. 
 
As new types of products and services are developed, together with evolving business environment, the GST 
adapts to it. Although the tax can be applied to all transactions, it is only the sale to the final consumer (i.e. you 
and me) where it is actually a cost. Any business to business transactions do not have a tax cost, because the 
business who pays GST is able to claim it as a credit or refund. 
 
So why does it make sense to tax all of these business transactions if effectively no tax is collected? The reason is 
transparency, as the buyer needs to receive an invoice from the seller in order to claim a credit. This creates an 
effective audit trail and it makes it harder for businesses to evade transactions. 
 
Importantly, it also ensures that when the government announces concessions and exemptions from the 
payment of GST that this would flow through to the final consumer as it is evidenced in the documentation. 
 
These key principles of flexibility, efficiency, transparency, and the ability to be tax neutral (i.e. tax everyone 
equally) are some of the key reasons why many economists and tax policy experts favour the GST. 
 
So how is the SST different from this? The critical differences are that SST has a narrow focus, it only focuses on 
manufacturers, importers, and service providers who provide services that the Government has determined in 
scope (e.g. professional services, telecommunications, insurance). 
 
If you are a business that falls outside of this net, you are not required to charge tax, and so it is not tax neutral, 
i.e. it does not tax all businesses the same but favours some industries over others. It also lacks the flexibility to 
tackle new products and services as it can only tax what has been identified in its scope. 
 
The addition of new categories requires time and effort from the government to amend the Law which is very 
inefficient. 

https://www.thestar.com.my/business/business-news/2020/11/03/insight---is-it-time-for-a-balanced-conversation-about-the-gst


  Indirect Tax Chat – November 2020 

5 
 

 
The tax also doesn’t differentiate between transactions involving other businesses and that involving the final 
consumer. There is no credit mechanism similar to GST. 
 
As a result, it is possible for tax to be paid multiple times across business to business transactions until the final 
sale to the consumer. 
 
The result is a lack of transparency as the consumer does not really know how much tax they have paid when 
they buy a good or a service. The government are also unable to easily trace through transactions to work out if 
the right amount of tax has been collected or paid. In circumstances where the government has given exemptions, 
it is also unclear if the benefits of that exemption flow through to the final consumer. 
 
While these discussions about tax policy might be interesting to some, the valid concern that everyone has is this 
- Will I pay more under GST? 
 
The answer to that is not a simple one. 
 
Global supply chains are very complex and the price we pay for goods and services are impacted by many factors 
including the price of oil and our foreign exchange rate. The imposition of GST or SST is only a very small part of 
that. It is why we have seen prices fluctuate when we had a GST and when we had an SST. 
 
Questions about cost of living are a valid concern, and there is a general consensus that there needs to be 
improvements in this area. That said, introducing a GST would not cause any significant change to our cost of 
living, either in a good or bad way. 
 
We only need to look at our neighbours, Indonesia, Philippines, Thailand, and Vietnam, who all have GST (called 
VAT) systems with rates much higher than what was in Malaysia with far fewer exemptions. However, the cost of 
living in those countries are either similar or lower than in Malaysia. 
 
Whatever the government decides to announce in its budget on 6 November 2020, this debate about the merits 
of GST is unlikely to go away. I only hope that I contributed meaningfully to this debate and achieved my aim of 
giving a balanced perspective. 
 

Brought to you by: 
 

 
 

 

 

 

Back to top    

 

 
 
 
Senthuran Elalingam 
Executive Director 
Kuala Lumpur 

 

  
 
 
 
 

https://www2.deloitte.com/my/en/profiles/selalingam.html


  Indirect Tax Chat – November 2020 

6 
 

2. Technical Updates on Service Tax 
 

Guide on Professional Services 
 
The RMCD recently released an updated Service Tax Guide on Professional Services (“Professional Services 
Guide”), accessible here. This Professional Services Guide would supersede the previous Service Tax Guide on 
Professional Services dated 4 September 2018. 
 

The salient points of the Professional Services Guide are as below: 
 

1. Type of professional services and its scope and terminology 
 

Types of professional 
services  

Scope / Terminology 

Legal services Legal services refer to the rendering of legal advice and dispensing legal 
representation in matters pertaining to laws. 

Legal services on 
Islamic matters 

Syarie lawyer means any person who provide legal services on Islamic affairs who 
are registered under the relevant State Enactment laws. It is noted that the service 
tax treatment on legal services is also applicable to Islamic mutatis mutandis. 

Surveying services Licensed or registered surveyors including registered valuers, appraisers or estate 
agents licensed or registered under the written laws for the time being in force. 

Engineering services Engineering services means any service or creative work, the adequate 
performance of which requires engineering education, training and experience in 
the application of special knowledge of the mathematical, physical and 
engineering sciences to such services or creative work. 

Consultancy services  Consultancy services provided by research and development companies which 
are not under section 2 of the promotion of Investment Act 1986 [Act 327], are 
taxable. 

 

 Provision of consultancy services (1) in relation to human or animal for the 
purposes of healthcare of veterinary services provided by laboratory; (2) by 
Federal or Statement Government, local authorities or statutory bodies are now 
excluded from the scope of taxable consultancy services. 

 

 The fees charged by the director under a contract for services to provide expert 
opinion are taxable. However, directors’ allowances (e.g. meeting allowance, 
monthly allowance), benefit in kind and any reimbursement or disbursement 
made by the director are not subject to service tax. 

Digital services  Professional services under Group G, First Schedule of the Service Tax 
Regulations 2018 have expanded to include provision of digital services 
including provision of electronic medium that allows suppliers to provide 
supplies to customers or transactions for the provision of digital services on 
behalf of any person, excluding the provision of such services in relation to 
matters outside Malaysia. This has been incorporated into the Professional 
Services Guide. 

https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Professional%20Guide%2006102020.pdf
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 The Professional Services Guide describes that digital services means any 
service that is delivered or subscribed over the Internet or other electronic 
network, and which cannot be obtained without the use of information 
technology and where the delivery of the service is essentially automated. 
 

 These services include the supplies of the following (this list is not exhaustive): 
(i) Software, application & video games  

(e.g. online licensing of software, updates and ad-ons website filters, 
firewalls, provision of mobile applications); 

(ii) Music, e-book and film  
(e.g. provision of music, live streaming services, include subscription 
based media / membership) 

(iii) Advertisement and online platform  
(e.g. offering online advertising space on intangible media platform, 
offering platform to trade products or services) 

(iv) Search engines and social networks  
(e.g. customised search-engine services) 

(v) Database and hosting  
(e.g. website hosting, online data warehousing, file-sharing and cloud 
storage services) 

(vi) Telecommunication services  
(e.g. Cloud-based telephony) 

(vii) Online training  
(e.g. provision of distance teaching, e-learning, online courses, webinar) 

(viii) Others  
(e.g. subscription to online newspapers and journals, provision of other 
digital content like images, text, information and payment processing 
services) 

 
 The provision of the above services are not considered as digital services  

- if the services can be obtained without the use of IT;  
- if the transmission of the services are via email, since the delivery of the 

services require human intervention. The delivery of the services cannot 
be associated with the selling and buying. 

 
Deloitte’s comments 
 
The Professional Services Guide introduces a critical clarification on the treatment 
of Director’s fees, In particular, it clarifies that only the fees received and not any 
of the benefits in kind or reimbursements are subject to service tax. However, it 
also reinforces the RMCD view that a Director that is not an ‘employee’ can be 
required to register for service tax and charge tax on his / her fees. We would 
encourage companies to inform their Directors of this requirement to ensure that 
the treatment is correct. 
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The Guide on Digital Services by Foreign Service Provider dated 1 August 2020 
provides in subparagraph 13(ii) that “the services delivered via email is not 
considered as digital services if the delivery of the services require human 
intervention” which suggests that whether a service delivered via email is to be 
considered as a digital service is conditional. The language used in the Professional 
Services Guide as stated above seems to be conclusive that services delivered via 
email is not considered as digital services since the delivery of the services require 
human intervention. This could be an inadvertent error from RMCD and 
clarification to be obtained from RMCD.  

 
2. Group relief 
 
The Professional Services Guide has incorporated the amendments to the Group G, First Schedule of the Service 
Tax Regulation 2018 and the Service Tax Policy No. 8/2020. Effective 1 January 2020, the group relief will still be 
applicable even if the taxable services are provided to a third party. However, this is subject to the condition that 
the total value of taxable services provided to the third party does not exceed 5% of the total value of the same 
taxable services within 12 months. The calculation of the 12-month value of the same taxable services will be 
based on the future method i.e. the value for the current month and the eleven months immediately succeeding 
that month. 
 
The Professional Services Guide does not mention the following key points from Service Tax Policy 8/2020: 
 

 In the case of item (i), Group G, services under sub-items (i) to (x) are deemed same services.  

 Where the company cannot ascertain if the value of a taxable service exceeds the 5% threshold for a period 
of 12 months, the company should not apply the group relief.  

 Further to the above, adjustments can be made by the company via credit note after the 12-month period if 
the value of services provided to third parties do not exceed 5% of the total value of taxable services for that 
12-month period.  

 In the case of service tax registration, the value of taxable services used in determining service tax registration 
liability should take into consideration the same taxable services provided to the company’s group of 
companies and to third parties. 

 
3. Exemption from payment of service tax (B2B exemption) 
 
The Professional Services Guide has also taken into account the B2B exemption provided under item 1 in Schedule 
of the Service Tax (Persons Exempted from Payment of Tax) Order 2018.  
 
Subject to the following conditions, service provider registered under Group G - Professional services, excluding 
items 10 and 11, is granted an exemption from payment of service tax in the cases where they are providing the 
same service that is acquired to their own clients, effective 1 January 2019:  

 

 The service that is exempted is under Group G (excluding items 10 and 11); 

 Service provider who is the recipient of such exempt services must be a registered person; and 

 The taxable service exempted is the same service provided by the person exempted from payment of tax. 
 

https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Guide%20on%20Digital%20Service_V2.pdf
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However, the Professional Services Guide does not mention the fourth condition of the B2B exemption which 
states that the exempted taxable service must not be for the personal consumption by the exempted person. 
This fourth condition was made effective from 1 January 2020. 
 
Deloitte’s comments 
 
The amendments to the Professional Services Guide were updated mainly to reflect the legislative amendments 
made to date as the previous Professional Services Guide was issued during the implementation of service tax. 
The inclusion of digital services in the Professional Services Guide aims to provide clarity on the scope of taxable 
digital services provided by the local service providers. It is noted that the list of categories of services that would 
fall within the scope of digital services provided in the Professional Services Guide, is the same as the list provided 
under the Service Tax Guide on Digital Services by Foreign Service Provider as at 1 August 2020.  
 
It appears that some of the services that would fall within the scope of digital services, would also be considered 
as taxable information technology (“IT”) services provided under the Service Tax Guide on IT Services dated 13 
July 2020, such as e-books, content, and media streaming services. For a company that is providing such services, 
we would recommended confirmation to be obtained from RMCD as this may affect the service tax exemption 
applied by the company. 
 
 
General Guide on Service Tax 
 
The RMCD has also released an updated General Guide on Service Tax (“General Guide”) only in the national 
language, accessible on the MySST portal in BM here. This revised General Guide would supersede the General 
Guide on Service Tax dated 7 September 2018.  
 
The key updates to the General Guide are as below: 
 

Key updates Description 

Imported services  Service tax is levied on any imported taxable service. 

 Service tax for imported taxable services is due and payable when (1) payment 
is made; or (2) invoice is received for the imported taxable services, whichever 
is earlier. Invoice is considered as received upon submission to the finance 
department of the company who is responsible for making payment. 

 All records and documents with respect to imported services have to be kept. 

 Person other than taxable person who acquires imported taxable service is 
required to account for service tax in the service tax declaration (SST-02A 
form).  

 SST-02A form has to be submitted no later than the last day of the following 
month in which payment for the imported taxable service has been made or 
an invoice has been received by him, whichever is earlier. 

 SST-02A form can be submitted electronically through the MySST portal or 
manually by post or courier to the Customs Processing Center. 

 
Deloitte’s comments: Based on the RMCD practice, online submissions are 
encouraged instead of manual submissions. 

https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Guide%20on%20Digital%20Service_V2.pdf
https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Guide%20on%20IT%20Services%202020_updated_13072020.pdf
https://mysst.customs.gov.my/GeneralGuide
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 Person other than a taxable person who fails to submit SST-02 form within the 
stipulated deadline, or submits an incorrect.SST-02 form, commits an offense 
under subsection 26(a) of the Service Tax Act 2018 (“STA”) and may be liable 
for a fine not exceeding RM50,000 or imprisoned for a term not exceeding 3 
years, or both. 

Rate of service tax for 
credit and charge cards 

Service tax is chargeable on: 

 the date of activation of the card and every 12 months thereafter or part 
thereof after the card is activated; or  

 the date of the renewal of the card and every 12 months thereafter or part 
thereof after the renewal of the card. 

Intra group services  Services that are eligible for group relief include item (l) of Group G, First 
Schedule of Service Tax Regulations 2018 (“STR”). 

 General Guide has updated to reflect the amendments made to STR, Service 
Tax Policy (“STP”) No. 8/2020 and amendments made to STP 8/2020, on group 
relief. For further information on the STP 8/2020 and the amendments, please 
refer to our previous Indirect Tax Alert here. 

Service tax due  Service tax is due at the time when (1) payment is received within 12 months 
from the date of service rendered; or (2) when the invoice is issued provided 
that the registered person must make a written application and obtain approval 
from the director general.  

 Invoice is required to be issued within 12 months from the date of taxable 
service is provided. 

 The taxable person shall account for service tax consistently based on the 
accounting basis selected (i.e. payment basis or accrual basis). 

 If the agreement for the provision of taxable service is made in the period from 
1 June 2018 to 31 August 2018 where services is provided on or after 1 
September 2018, the service tax is due when the taxable service is provided 
regardless of when payment has been made received or invoice has been 
issued.  

Invoice  For services provided by a registered person to a person who is exempted from 
payment of service tax (B2B exemption), he shall issue an invoice with additional 
details as below: 
(i) Name and address of the customer; 
(ii) Service tax registration no. of the customer; and 
(iii) Total amount of service tax exempted. 

 In case of an error on the invoice where service tax is charged, the registered 
person shall make an adjustment to the error (value of service) by issuing a 
credit note or debit note referring to the relevant invoice. 

Service tax payment  Service tax payment can be made through MySST portal, cheque or bank draft 
by delivering via post or courier to the Customs Processing Centre. 

 Cheque or bank draft delivered via post or courier is deemed to receive: 
(i) Post: On the date of the post mark; 
(ii) Courier: On the date the tracking number is recorded in the system of the 

courier services company. 

https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-mar2020.pdf
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Liability of the director, 
etc. 

Any company, limited liability partnership, firm, organisation or other groups of 
people consisting of: 

 the director of the company; 

 compliance officer appointed among the limited liability partnership partner; 

 partners of the firm; 

 office bearers of the organisation; or 

 the person responsible for management of that group of people 
are jointly and severally liable for service tax, surcharge, penalty, fee or other money 
which are payable by the company. 

Refund of service tax, 
surcharge, penalty, fee 
or other money overpaid 
or erroneously paid 

Any person who is entitled to the refund under subsection 34(6) or 40(3) of STA 
may claim for refund within one year from the time such entitlement of refund 
under subsection 34(6) or 40(3) of STA occurred. 

Special provisions 
relating to designated 
areas (“DA”) 

Under Part VIII of the STA, ‘Pangkor ‘has been included as one of the designated 
areas. ‘Pangkor’ refers to Pulau Pangkor, Pulau Mentagor, Pulau Giam, Pulau 
Simpan, Pulau Tukun Terindak, Pulau Pelanduk, Pulau Anak Pelanduk, Pulau 
Landak, Batu Orang Tua and Batu Jambal. 

Disbursement and 
reimbursement 

For service tax treatment on disbursement and reimbursement, you can refer to 
the Guide on Disbursement and Reimbursement. We covered this guide in the 
September 2020 newsletter, accessible here. 

Customs ruling Any person can also apply to the Director General for a customs ruling in respect 
to the determination of taxable persons. 

 
Deloitte’s comments:  
 
The General Guide has not been updated since 7 September 2018. It is updated mainly to be reflective of the 
legislative amendments made to the Service Tax Legislation as well as the Service Tax Policy.  
 
 
Guide on Accommodation Services 
 
The RMCD has released an updated service tax guide on accommodation services as at 13 October 2020 
(“Accommodation Guide”), accessible here. The previous Accommodation Services guide as at 7 September 2018 
was covered in our September 2018 newsletter which can be accessed here. The key updates of this Guide are 
as follow: 
 

 The Accommodation Guide clarifies that the provision of accommodation services within Designated Areas 
are not subject to service tax. This is in line with item 3 in the Schedule of the Service Tax (Imposition Of Tax 
For Taxable Service In Respect Of Designated Areas And Special Areas) Order 2018. Designated Areas as 
defined in section 2 of the Service Tax Act 2018 are Labuan, Langkawi, Tioman and Pangkor. 

 

 The scope of taxable services includes the provision of other services within the accommodation premises 
such as banquet facilities, rental of space, recreational, and other services. New examples provided in the 
Accommodation Guide are: 
 

https://mysst.customs.gov.my/assets/document/Specific%20Guides/Disbursement%20and%20Reimbursement.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-chat-sep2020.pdf
https://mysst.customs.gov.my/assets/document/Industry%20Guides/GI/Guide%20on%20Accommodation_V2.pdf
https://www2.deloitte.com/content/dam/Deloitte/my/Documents/tax/my-tax-indirect-tax-sep2018.pdf
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- A hotel renting space to a bank in its lobby to place ATM machines would be subject to service tax, as 
customers wanting to use the ATM machines must go to the hotel’s lobby area. 

- Where a hotel rents out space on the exterior walls of the hotel building to a telecommunications 
company to place telecommunication equipment, the rental of space outside the accommodation 
premises is not subject to service tax.  

- Admission fee to a theme park is subject to service tax only if the theme park is within the accommodation 
premises, i.e. if the theme park is located in the resort or hotel. 

 

 Accommodation premises refer to hotels, inns, lodging houses, service apartments, homestays, and any other 
similar establishment. A new example on ‘similar establishment’ provided in the Accommodation Guide is the 
provision of accommodation by a hospital to the families of patients in the hospital area. 
 

 Wedding packages offered by a hotel is treated as a single taxable service and subject to service tax. New 
items added as an example to be part of a wedding package which are subject to service tax include providing 
an emcee, musician, and entertainer. 

 

 The Frequently Asked Questions (FAQ) section of the Accommodation Guide has also been updated as below: 
 

- FAQ 6: A hotel operator provided a complimentary room to its staff, auditor, and contractor to perform 
their duties for the hotel 

 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

Complimentary room not subject to 
service tax 

The complimentary room provided to the staff is not subject to 
service tax. However, the accommodation provided by the hotel 
to the auditor and contractor who are not the hotel’s employees 
are subject to service tax. 

 
- FAQ 12: A property firm (ABCP) built a hotel and the hotel is managed by another company, ABCHM. ABCP 

receives net income from ABCHM after deduction of operational expenses incurred by ABCHM. 
 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

ABCP is not making a taxable service 
but ABCHM is making a taxable 
service as a hotel operator 

ABCP is providing a taxable service as an accommodation 
provider while ABCHM is providing a management service on 
behalf of others (ABCP). This is subject to the contractual 
agreement between ABCP and ABCHM. 

 
- FAQ 17: A timeshare program sold by a timeshare provider where the program provides its members 

time-share week rights to stay in participating hotels/resorts. 
 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

Timeshare program sold by a 
timeshare provider is not subject to 
service tax. 

Timeshare program sold by a timeshare provider is not subject 
to service tax. Accommodation services will be subject to service 
tax when timeshare is used and accommodation operators will 
charge service tax on timeshare management. 
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- FAQ 18: Service tax treatment on non-attendance charges where the hotel has already provided the room 
to the customer. 

 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

No show charge is subject to service 
tax. It cannot be treated as a penalty 
since the provision of 
accommodation has been provided 
to the customer. 

No show charge is subject to service tax if payment has been 
received by the accommodation provider. It cannot be treated 
as a penalty since the provision of accommodation has been 
allocated to the customer. 

 
- FAQ 23: Vending machines in the hotel premises, if owned and not owned by the hotel operator. 

 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

The provision of services through 
any coin-operated machines, such 
as vending machine or snack 
machines are subject to service tax. 

If the vending machine belongs to the hotel operator, only 
vending machines that provide services, sell drinks and sell 
cigarettes are subject to service tax. If the vending machine does 
not belong to the hotel operator, then it is not subject to service 
tax. 

 
- New FAQ 26: Catering service provided by the hotel but made outside the hotel premises are subject to 

service tax. 
 

- New FAQ 27: Student accommodation provided at a hotel that is owned by a private higher education 
institution registered under the Private Higher Education Institutions Act 1996 [Act 555] is not subject to 
service tax, as the hotel is excluded from a taxable person. 
 

- New FAQ 28: Student accommodation at hostels provided by private colleges are not subject to service 
tax as the hostels are provided to students as residential, which is not a taxable service. 
 

- New FAQ 29: A company provides a hotel room booking platform for customers and hotels use the 
platform to advertise accommodation. Although the platform company will be the one to issue the invoice 
to customers on behalf of the hotel when customers make the booking through the platform, the hotel is 
the responsible party to account for service tax as the accommodation service is provided by the hotel. 
 

- FAQ 31 (previously FAQ 27): A hotel issues a privilege card for a fee to the members of the hotel’s club 
for an annual program from 1 June 2018 to 31 May 2019 to enjoy certain facilities such as the gymnasium 
and swimming pool at a discounted rate. The members have paid the full amount on 31 July 2018. Is the 
service provided on and after 1 September 2018 subject to service tax? 
 

Guide as at 7 September 2018 Updated Guide as at 13 October 2020 

The issuance of the privilege card is not subject 
to service tax on 1 September 2018. 

Services provided on and after 1 September 2018 
are subject to service tax. 
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Deloitte’s comments 
 
At present, accommodation providers enjoy a service tax exemption under the PENJANA measures until 30 June 
2021. As such, no tax would be chargeable until then. This was covered in our March 2020 and June 2020 
newsletters. However, it is important to note the RMCD has changed the service tax treatment for hotel owners 
who let hotel management companies manage the hotels on their behalf. Those who followed the previous 
accommodation guides will need to re-examine their operations to comply with the RMCD’s new position.  
 
Besides that, the RMCD now considers the provision of accommodation by a hospital operator to a patient’s 
family as taxable. Hospital operators may now have to consider service tax implications when they did not have 
to previously.  
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3. Updates from the SST Technical Committee  
 

We have summarised additional issues raised by the SST Technical Committee along with RMCD’s responses from 
the minutes of Meeting No. 1/2020 dated 13 August 2020. This is one of two parts of the summary, with the 
second part to be covered in our next newsletter. 
 
Clarification on whether sorting and repacking of used clothes constitute manufacturing under the sales tax 
legislation  

 
Used clothes businesses have faced issues of differing opinions amongst RMCD officers on whether the sorting 
of used clothes in bulk and repacking based on types constitute manufacturing for sales tax purposes. 
 
RMCD has clarified that: 

 activity of sorting and repacking of used clothes is considered as “manufacturing” as defined under 
section 3 of the Sales Tax Act 2018 (STA 2018).  

 where the company solely carries out sorting and repacking of used clothes activity, the company is 
exempted from sales tax registration under Schedule A of Sales Tax (Exemption from Registration) Order 
2018 

 where the company carries out sorting and repacking of used clothes activity together with 
manufacturing of non-taxable goods, the company is exempted from sales tax registration under 
Schedule A of Sales Tax (Exemption from Registration) Order 2018 

 where the company carries out sorting and repacking of used clothes activity together with 
manufacturing of taxable goods, the company is required to register for sales tax when the total threshold 
for all activities exceeds RM500,000. 

 the relevant industry association may write-in to the Ministry of Finance (MoF) for a written decision on 
whether the activities would be considered as manufacturing for sales tax purposes. 

 
Deloitte’s comments 
 
If the relevant industry is able to demonstrate that the repacking of used clothes from bulk into smaller packages 
according to types, it should not fall within the meaning of manufacturing for sales tax. However, for prudence, 
a written decision should be obtained from MoF. 
 
Ambiguity on the procedure and process for disposal of manufacturing waste with no economic value 

 
Businesses find that there is no standard operating procedure (SOP) to enable businesses to obtain RMCD 
approval for disposing of manufacturing waste (with no economic value) from materials acquired under sales tax 
exemption under Schedule C1.  
 
RMCD informed that the SOP is being prepared. Application must be made manually. Relevant forms will be 
uploaded into the SST portal. 
 
 
 
 
 

http://www.ctim.org.my/download.asp?cat=530&file=JKLFIGDHJFrKrKHpnpKJGDDKKJrnEFDD.2qs
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Deloitte’s comments 
 
The SOP is a welcome move as it would ease the application and approval process for manufacturers. If every 
waste disposal requires pre-approval from RMCD, it will be time consuming and not commercially viable. RMCD 
should consider granting a blanket approval where businesses can self-assess if they meet the conditions.   
 
Conditions on ‘same services’ and not for ‘personal consumption’ for B2B service tax exemption – does not avoid 
service tax cascading effect in some cases 

 
Currently the B2B service tax exemption is only applicable if both parties provide “same service” and the services 
acquired are not for personal consumption. RMCD considers personal consumption as services acquired for own 
use by the company or to be consumed by the company itself. Not all businesses can meet these stringent 
definitions and businesses have to bear the tax cascading effect. 
 
Deloitte’s comments 
 
The RMCD has indicated across various communications and forums that the service tax is a single stage tax and 
can result in cascading. The B2B exemption is intended to alleviate some of the impact of cascading but not all 
cases. If a particular scenario is not addressed, taxpayers can choose to escalate this further to the MoF to seek 
an exemption covering those circumstances. 
  
Clarification on the definition of Digital Services 
 
Businesses raised various concerns regarding the implications of the widening of the service tax net to capture 
cross-border supplies of digital services and the Malaysian government has since introduced measures to refine 
the SToDS regime in response to the concerns raised. 

 
i. FSPs who provide brokerage services via online trading platform are not subject to SToDS as the delivery 

of services is not essentially automated. However, recipients of the services in Malaysia must account for 
imported service tax if applicable. 
 

ii. FSPs who provide software and support services (such as software update, support and access to cloud 
storage) that are not automated and would require professional support (human intervention) under one 
master agreement to its subsidiaries in Malaysia are not subject to SToDS as the services do not fulfil the 
definition of digital service. The subsidiaries who are eligible for service tax group relief need not account 
for service tax on imported taxable services.  
 
Where the provision of software and support services is under a different contract, there is a need to 
determine if the services are digital services or imported taxable services.  
 

iii. Payment for clearing services provided by an FSP is subject to SToDS. Where the FSP is not registered for 
service tax, recipients of such service in Malaysia must account for services as imported taxable service 
where applicable. 
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Deloitte’s comments 
 
Malaysia’s efforts in fine-tuning the SToDS regime have been well received by businesses. Having said that, some 
aspects of the regime may still be unclear to FSPs, and there remain some challenges within the SToDS regime. 
As such, FSPs are encouraged to stay abreast on the updates and developments surrounding the regime and to 
consider the SToDS legislation, rules and policies carefully. This will ensure that they benefit from the various 
measures introduced for tax efficiency and take necessary steps to be compliant with the SToDS requirements 
and obligations. It is also possible to seek clarification from the RMCD on the areas of uncertainty and to highlight 
issues faced by FSPs in the implementation of the SToDS. 
 

 
Brought to you by: 
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